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I. CHILE: KEY ECONOMIC INDICATORS 
Area: 292,298 sq. mi.; Population (June, 1984): 11,878,400 


Ist half 1984 
(unless other- 
1983 wise noted) 


Exch. Rate, Budget, Nat.Accts. 


Exchange Rate (Ch$/US$)(¢1) 

Exchange Rate (2) 

Pub.Sect. Deficit as % of GDP 

Real GDP Growth % 

Industrial Growth % 

Agricultural Growth % 

Construction Growth % 

Mining Growth % 

Commerce Growth % 

Copper Production (000 MT) 

Copper Price (nominal US cents 
per 1b. LME) (2) 


M—ONMOBOoOM 


Nm 


(August) 


Employment, Wages, Inflation 


Govt. Work Programs as % of 
Labor Force (1) : : .O (July) 


Nat.Unemployment % (1) F ‘ .0 (July) 
Real Wages % change (1) ‘ ; 

Consumer Prices % change (1) , . .8 (August) 
Wholesale Prices % change (1) ‘ ; -4 (August) 


Money and Interest Rate 


Real Monetary Base % Growth (1) 
Real Ml % Growth (1) 

Real M2 % Growth (1) 

Real Short-term Lending % Rate (2) 


External Accounts (million US$) 


Balance of Payments -14 (July) 
Current Account Balance n.a. 
Central Bank Gross Reserves (1) 2,030 (July) 
Central Bank Net Reserves (1) 1,084 (March) 
Total Foreign Debt (1) 17,648 (March) 
FOB Merch. Exports 2,283 (July) 
--U.S. % Share ‘ a 29.9 (June) 
FOB Merch. Imports 1,890 (July) 
--U.S. % share (3) ; F 20.3 (June) 
Merchandise Trade Balance 394 (July) 


(1) End of period values. 
(2) Period Average. 
(3) CIF Against CIF Total. 





II. OVERVIEW AND PROSPECTS 


The Chilean economy grew at a higher than expected annual rate of 6.9 
percent in the first half of 1984, compared to a 4.5 percent target. Much of 
the growth came from increased fiscal spending, plus significant recovery in 
industry, agriculture and mining. This growth was accompanied by generally 
sound internal macroeconomic policies, very low inflation and low wage hikes. 
Despite the growth, total unemployment and underemployment remained high and 
stagnant after the first quarter. Preliminary indicators point to slower 
growth since the end of June, in part due to lessened expectations and the 
need to meet IMF Stand-By Program performance criteria. 


In January, 1983, the Government and the International Monetary Fund 
(IMF) signed a two-year Stand-by Program. Chile agreed to macroeconomic 
adjustment performance targets, including limits on the drawdown of 
international reserves, the public sector deficit, external debt by the 
non-financial sector and expansion of internal credit. Chile complied with 
the 1984 IMF terms through the first half of the year. The Finance Minister 
announced in early August that Chile would comply with the Program through the 
third quarter, but that high interest rates and low copper prices would lead 
to a considerable reserve loss in 1984, despite the Program's target of no 
loss. High imports also drained reserves. A reserve loss of over US$300 
million now appears probable. An IMF team will visit Chile in late October to 
discuss the remainder of the 1984 Program and to consider a new IMF Program 
for 1985 and beyond. An agreement with the IMF will assure foreign commercial 
banks that Chile can make orderly payments of its large foreign debt. 


Due to built-up momentum, economic growth should continue at a slower 
rate through the third quarter. External constraints and the extent of 
monetary and fiscal controls to prevent reserve loss will determine if the 
economy will grow in the fourth quarter. Growth in the first three quarters 
will be sufficient to allow at least four percent growth for the year as a 
whole. To continue orderly payment of its external debt and to grow at a 
moderate level in 1985, Chile will need to diversify and augment exports, 
increase internal savings, strengthen the private sector, maintain an 
attractive foreign investment climate, keep sound macroeconomic policies, and 
work closely with the IMF and foreign banks. 


Ill. ECONOMIC DEVELOPMENTS AND GROSS DOMESTIC PRODUCT (GDP) 


Chile's GDP grew at an annual rate of 6.9 percent in the first half 
of 1984. The higher-than-expected growth resulted from a low 1983 base, sharp 
recovery in industry, agriculture and mining, and higher fiscal spending. 
Higher consumer import growth in the second quarter also helped recovery in 
commerce. 


Manufacturing led the strong economic recovery with an annual growth 
of 11.7 percent in the first half of 1984. Manufactured exports equalled $739 
million in the first seven months of the year, a 12.5 percent increase over 
the same period in 1983. For 1984 as a whole, the sector should grow by about 
eight percent. 
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Agriculture began a significant recovery in the first half of 1984. 
Fresh fruit exports equalled $256 million in the first half of the year, up 31 
percent from the comparable period in 1983. Total agricultural exports 
through July grew by 33.5 percent to a level of US$357 million. New measures 
to protect farmers also led to higher agricultural production and employment. 
A large tariff surcharge was placed on sugar imports in July, which should 
ensure continued high domestic production. Minimum import prices for wheat, 
flour, and oilseeds will help local producers. The production of wheat, the 
main crop, is expected to increase substantially. As a result, imports of 
wheat should decline in 1985, thus affecting the principal U.S. export item to 
Chile. Chile remains the third largest fishing nation in the world. Total 
fish export value, mostly fishmeal, declined by 5.3 percent in the first half 
of the year. Fish exports should recover in the second half of the year. 


Chile's mining sector is dominated by copper, which provided 42 
percent of the country's export earnings for 1984 through July, and a large 
part of fiscal revenues. Chile has been the world's largest copper producer 
Since 1982. Despite higher production, copper export value for 1984 through 
July equalled only $951 million, down 10.4 percent from the same period in 
1983. CODELCO, the state copper corporation, plans to expand capacity 
considerably over the next decade. Several foreign copper mining companies 
are considering significant investments in Chile. Chile's exports to the U.S. 
in the first half of 1984 were 128,000 short tons, down 37 percent from the 
same period in 1983, as CODELCO moved to take advantage of premium prices 
offered in Japan and Europe. Due to depressed prices for gold, silver and 
other minerals, total mineral exports fell to US$1,188 million in the first 
seven months of 1984, an 11.6 percent drop from the same period in 1983. A 
number of precious metals investment projects are under study, and precious 
metals production should increase markedly in 1985 and later. Domestic 
petroleum production in the first half of the year equalled just under half of 
total consumption, up slightly from the level in 1983. The start-up of the 
giant ColbUn Machicura hydroelectric project in 1985, plus the conversion to 
domestic coal for power generation where possible, will help hold down 
domestic petroleum consumption. Nonetheless, over the long term, growth of 
petroleum consumption will likely outpace the growth in domestic production. 
In May, the State Petroleum Company (ENAP), signed a contract with 
Wheelabrator Frye, a subsidiary of Signal Company, for a project to produce 
methanol for export, using gas produced in the Straits of Magellan. NAP is 
studying another project to produce ammonia/urea fertilizer, also using gas 
from the same area. Lithium exports began in May, 1984, under a joint venture 
between Foote Minerals and the State Development Corporation (CORFO). In 
August, CORFO gave first negotiating rights to the bid by the U.S. corporation 
AMAX and the Chilean firm Molymet for a new mixed mineral salts project. 


IV. FISCAL POLICY 


Fiscal spending played a large role in the recovery of the economy 
during the first half of 1984, but the fiscal performance target agreed upon 
with the IMF limits such expenditures. Fiscal restraint avoids greater 
inflation, greater reserve loss, and the crowding out of private sector 
investment. According to the 1984 terms of the IMF Stand-By Agreement, the 
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non-financial public sector deficit (net indebtedness of the Government plus 
non-financial public enterprises) cannot exceed 4.5 percent of GDP. This 
figure represented an unusual increase from 1983's 2.3 percent target, which 
the Government exceeded by about 0.7 percent.The larger fiscal deficit in 1984 
will lead to increased public sector borrowing from the domestic banking 
system, which will slow the fall in domestic interest rates in 1984. Despite 
lower than expected copper fiscal revenues, the Government complied with the 
overall 1984 target through June, but it expects to exceed the target by a 
scant 0.1 percent by the end of the year. The level of the public sector 
deficit for the remainder of the 1984 and in 1985 will directly influence 
economic growth and reserve loss. 


The amount of domestic savings will do much to determine future 
economic growth during times of scarce capital inflows. A tax reform in 
January 1984 will help corporate savings and investment, and other tax 
measures to induce savings are being considered. Over 80 percent of all 
eligible workers have enrolled in one of the new private pension associations 
(AFPs). By the end of 1984, observers expect growing AFP holdings to equal 
about Ch$ 200 billion. By the end of the decade, AFP holdings will be several 
multiples higher. Expansion of the financial instruments the AFPs may hold, 
including shares of some state and private enterprises, is now under study by 
the legislative commissions. 


V. MONETARY POLICY 


After a substantial first quarter increase and to comply with the 
various performance targets of the IMF Program, especially the international 
reserve target, the Central Bank has maintained tight monetary control since 
April. This tight control has helped hold down inflation. Part of the 
decline can be attributed to the Government's freezing of pesos converted to 


dollars for import purposes. Over the rest of 1984, economic growth will slow 
as a result. 


Average short-term real interest rates in the first half of 1984, on 
a compounded annual basis, declined to 2.7 percent on deposits and 12.2 
percent on loans. Nonetheless, borrowing interest rates remain high and may 
rise in the rest of the year. Large fiscal borrowing needs of the Government, 
and the necessity for the Government to remain within the net internal credit 
expansion target of the IMF Program, will create upward pressure on interest 
rates in the remainder of the year. About 80 percent of the allowable credit 
expansion took place in the first half of the year. 


Chile needs. to strengthen its private financial system, which, due 
partly to the effects of the 1982 recession, suffered severe problems. As a 
result, many state administrative takeovers ("interventions") or liquidations 
occurred from 1981 to January, 1983. Various Government programs have been 
announced to improve the cash flow and capital position of banks. In 
February, 1984, banks were permitted to sell risky portfolio to the Central 
Bank in an amount equal to 2.5 times their capital and reserves. Banks must 
eventually repurchase these loans. Most foreign banks and a few domestic 
banks earned money in the first half of 1984. Most domestic banks had a net 
balance of zero since they used all operating income to buy back from the 
Central Bank previously-sold overdue loans. The major "intervened" banks 
continued to lose large sums. In late May, 1984, the Government announced a 
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special program to recapitalize the "intervened" banks, to lift Government 
"intervention", and to otherwise improve the banks' position. Once the 
Government passes necessary pending legislation, short-term emergency Central 
Bank loans to the "intervened" banks will be capitalized as capital shares in 
an amount up to 49 percent of the new total of shares. The Government wil] 
sell these shares back to the private sector within a five-year period. The 
Program will involve a heavy fiscal cost to the Government. 


Also in late May, the Government announced a massive new domestic 
debt renegotiation program for about 800 billion pesos worth of loans. The 
program includes nearly all borrowers, and basically allows for longer grace 
periods, longer terms, and lower interest rates. Banks and other institutions 
are now implementing the complicated program. The need for the Central Bank 
to stay within the IMF limit on net internal credit creation will play a large 
role in the extent and rapidity of reprogrammings. 


VI. EMPLOYMENT, INFLATION, AND WAGES 


Despite significant economic growth in the first half of 1984, total 
unemployment and underemployment declined modestly after February. Direct 
unemployment edged up slightly to a level of 16 percent for the period ending 
in July. The number of workers in two Government low-wage work programs 
equalled eight percent of the work force in July. Seasonal layoffs in 
agriculture accounted for most of the unemployment rise. The rising 
unemployment in the midst of a strong economic recovery probably reflects the 
hesitation of businessmen to contract new employees until the recovery 
solidifies. The level of unemployment and underemployment remains high and 
causes considerable social discontent. The Government hopes to reduce 
unemployment to 12 percent by the end of 1984. Given the likelihood that 
economic growth will slow in the second half of 1984, and given the lack of 
fiscal revenues which would allow a significant growth in the work programs, 
unemployment will probably exceed 12 percent at the end of the year. 


The Consumer Price Index (IPC) rose by only 7.8 percent in the first 
eight months of 1984, compared with 23.1 percent for all of 1983. The 
Wholesale Price Index rose 12.4 percent through August, compared with 25.2 
percent for all of 1983. Restricted consumer demand and tight monetary policy 
after the first quarter led to these low inflation results. A 1984 inflation 
level of about 14 percent appears assured, weli within the Government's 20 
percent target for 1984. 


According to the National Institute of Statistics, real wages rose by 
2.8 percent in the first half of 1984. The Finance Minister recently stated 
that wage hikes in the public sector would not keep pace with the rate of 
inflation for the next few years. The high rate of unemployment continues to 
dampen wage demands in the private sector. In general, low real wage hikes 
help hold down inflation, and reduce consumer demand. 


VII. EXTERNAL SECTOR 


Throughout 1983 and 1984, various groups urged differentiated tariffs 
for normal commercial trade to replace the 20 percent uniform tariff in place 
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since March, 1983. On July 19, 1984, the Government established a 15 percent 
tariff surcharge for 240 items, mostly consumer goods. The 35 percent total 
tariff for these items keeps Chile in compliance with its GATT-binding maximum 
of 35 percent. The affected items accounted for about seven percent of all 
imports in the first half of the year. The measure represents the first 
significant change in the uniform tariff system since the late 1970s. 


In addition to the 15 percent tariff surcharge and the measures 
designed to help agriculture, the Government gives preference to locally 
produced goods for purchases by state firms and agencies. On the services 
side, a proposed maritime cargo reserve bill would oblige traders to use 
Chilean lines for 50 percent of cargo movement. Despite these actual and 
potential responses to increasing calls for protection, Chile's overall import 
policy remains one of the most liberal in Latin America. No import quotas, 
prohibitions or other significant non-tariff barriers exist. The extent to 
which such policies will remain in effect depends on the Government's response 
to the potentially serious drain in international reserves for the rest of 
1984 and in 1985. 


The Government maintains a crawling peg exchange rate system that 
devalues daily on a pro rata basis, in accordance with the previous month's 
internal rate of inflation minus external inflation. The low U.S. inflation 
rate dominates in determining external inflation. Despite the sharp 
depreciation of the peso against the dollar in recent years, the concurrent 
depreciation of major European and the Japanese currencies against the dollar 
lessens Chile's exports to these regions. During the early months of 1984, 
the spread between the official and parallel rates stayed under 10 percent, 
but climbed to almost 30 percent in the second quarter. Since June, the 
spread has declined slightly. The future spread will provide a good indicator 
of confidence in the economy. At the beginning of September, the official 
rate is 93 pesos to the U.S. dollar, and the parallel rate about 113. 


Following a balance of trade surplus of about one billion dollars in 
1983, the Government projected a similar surplus for this year. This 
projection played a major role in determining the $780 million foreign bank 
financing facility in 1984. Key assumptions included an 11 percent increase 
in imports and a five percent increase in exports, which set the average 
copper export price at 75 cents per pound. Through the beginning of 
September, copper averaged 64 cents per pound. Every one cent decline in the 
average annual price means about $27 million less in annual export earnings. 
Apart from the low copper price, other export prices have fallen or 
stagnated. Thus, despite higher export volumes, Chile's terms of trade (i.e. 
relative price of exports versus relative price of imports) continue to 
deteriorate. An FOB trade surplus of US$ 540 million appears likely in 1984. 


FOB merchandise exports in the first seven months of 1983 equalled 
US$ 2,283 million, up only 0.6 percent from the same period in 1983. FOB 
merchandise imports equalled $1,890 million in the first seven months of 1984, 
up 22.2 percent over the same period in 1984. Much higher intermediate good 
imports (up 26 percent) and capital good imports (up 46 percent) accounted for 
most of the rise, reflecting greater economic activity and investment. 
Consumer goods grew by a modest seven percent in the first seven months, but 
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the monthly rate of growth accelerated after the first quarter. Likely slower 
economic growth in the second half of 1984 will dampen import growth. Import 
growth of 18 percent for the year appears probable, barring major changes in 
Government measures affecting external trade. 


Apart from the worsening trade balance, the rise in international 
interest rates will also cause a higher outflow for net financial services 
(including interest expenses, interest income, profits and dividends) to a 
level of almost two billion dollars. Combining the trade surplus and 
financial services outflow with a half-billion dollar deficit for 
non-financial services and a US$90 million surplus in transfers, a current 
account deficit of US$1,861 million may occur in 1984. 


Regarding the capital account, the net figure for other capital flows 
includes $ 673 million in non-rescheduled amortization payments to 
non-commercial bank lenders, US$780 million in new money from foreign 
commercial banks, and the balance in credits from multilateral and official 
institutions, and suppliers’ credits and short-term trade credits. The net 
capital figure assumes that the balance of short-term credits from the Bank 
for International Settlements will not change during 1984. The Inter American 
Development Bank (IDB), the World Bank, the U.S. EximBank and the U.S. 
Commodity Credit Corporation are playing an increasingly important role in 
capital lending. The usage of some trade credits accelerated in the first 
half of 1984, and the extra inflow will help reduce the balance of payments 
deficit in 1984. -Despite a liberal foreign investment climate, net foreign 
investment in 1984 equalled only $42 million through July. The 
lower-than-expected figure reflects depressed mineral prices and other 
problems that have carried over from the recent recession. 


Summing up all of the items in the 1984 balance of payments, a 
deficit on the order of US$310 million will occur, barring major changes in 
Government policies. The IMF Stand-By Program calls for no net reserve loss 
in 1984. The Government will have to reach an understanding with the IMF 
concerning the final drawdown in reserves in 1984. The Central Bank's net 
international reserves stood at US$1,193 million at the end of 1983, and did 
not change appreciably through the end of July 1984. A sharp loss in reserves 
may take place in the last five months of the year, however, especially in the 
fourth quarter. The two remaining foreign commercial bank disbursements in 
the last two quarters of 1984 totalling $390 million will play a large role in 
preventing even greater reserve loss. The chart below contains Central Bank 


results for the balance of payments in 1983, and the Embassy's estimates for 
1984: 





BALANCE OF PAYMENTS 
(millions of dollars) 


Embassy 
Estimates 
1983 1984 


CURRENT ACCOUNT -1,073. 


Nm 


-1,861. 


Nm 


1. Net Merchandise Trade 1,008. 
-Exports (FOB) 3,826. 
Copper 1,871. 
Others 1,955 
-Imports (FOB) -2,817 

2. Net Non-Financial Services -471 
3. Net Financial Services -1,703. 
4. Net Transfers 92 


539. 
3,864. 
1,697. 
2,167. 

-3,325. 
-505. 
-1,986. 
90. 


2 COO AMNOMD 


CAPITAL ACCOUNT 487 


Ww o-ooem-—Wwwo 


1,503. 


1. Net Foreign Investment 148. 
2. Other Capital Flows, net 339 
Financial Public Sector 1,367. 
Non-Financial Public Sector -164. 
Private Sector -863. 


90. 
1,413. 
955. 
533. 
-76. 


wrhPpPn- 
—HnoOWO 


Errors and Omissions 44, -47.0 
OVERALL BALANCE -540. -310.9 
9 


woul 


Variation Adjustment -14 0 
CHANGE IN RESERVES 1/ 555 310. 


1/ Change in Central Bank gross reserve holdings, not including 
IMF credits. 


Chile's gross foreign debt equalled US$ 17,648 million at the end of 
March, 1984. The public sector held US$8,386 million of the total, and the 
private sector accounted for US$9,262 million, with about US$5.9 billion owed 
by private banks. U.S. commercial banks have lent about US$6.2 billion to 
Chile. Chile's per capita debt currently equals about US$1,500, the third 
highest in Latin America. 


Chile must receive new foreign credits to keep growing. At the same 
time, it must limit the growth in external debt over the rest of the decade. 
To date, Chile has faithfully made full interest payments on its foreign 
debt. For 1985, the Finance Minister announced recently that Chile will need 
up to $1.5 billion in as-yet-unscheduled foreign credits to close the balance 
of payments gap and to achieve economic growth equal to five percent. The 
Government and commercial banks will enter negotiations later this year to 
discuss new credits in 1985, the renewal of crucial short-term trade credits, 
and the postponement of principal payments due in 1985 and later. Following 
the new money facilities of $1.3 billion in 1983 and US$780 million 
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in 1984, foreign commercial banks will probably seek to lend less money in 
1985. If sufficient external capital does not flow in during 1985, the 
Government announced in early August that it may seek to limit interest 
payments, or to lift the State guarantee for some private sector debt. 


VIII. COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Chile maintains liberal foreign direct investment rules. Foreign 
investors receive basically non-discriminatory treatment. A Bilateral 
Investment Insurance Agreement with the U.S. Overseas Private Investment 
Corporation took effect in February, 1984. Government Ministers have strongly 
endorsed foreign investment as a means to attract technology and capital in 
times of scarce capital loan inflows. The Government may make investment even 
more attractive through new measures. Chile's infrastructure and human 
resources provide a good base for foreign investment, and its mineral 
resources remain attractive to potential investors. Since the passage of 
Chile's Foreign Investment Law in 1974, the Government has authorized about 
US$7.3 billion worth of foreign investment, but only about two billion dollars 
has actually flowed in. The U.S. accounts for about half of the realized 
foreign investment. The large difference between authorized and realized 
investment results mainly from the slow start-up of mining projects due to 
depressed mineral prices and lengthy time periods before taking a final 
investment decision. 


The Chilean market remains among the most open in Latin America. 
U.S. exports to Chile in the first half of 1984 equalled US$341 million, up 12 
percent from the same period of last year. The U.S. share of the Chilean 
import market equalled 20.3 percent for 1984 through June, down from the 23 
. percent market share in the same period of 1983. This decline in market share 
reflects increased competition from Japanese, European and Latin American 
suppliers offering attractive prices and financing, and decreases in the 
exports of U.S. agricultural commodities due to Chilean Government measures 
described above to help local farmers. 


The mix of Chilean imports should continue to shift from consumer 
goods to primary and intermediate materials and capital goods. Chile's need 
to earn or conserve foreign exchange should create sales opportunities in 
export-oriented industries, as well as import-substitution industries. U.S. 
Suppliers are well placed to compete effectively in areas such as mining, 
agriculture, food processing and forestry equipment. Major projects, some 
involving outlays of hundreds of millions of dollars, which offer excellent 
prospects for U.S. suppliers of goods and services include: 1) expansion of 
CODELCO's mining operations and new private mining projects; 2) expansion 
and modernization of telephone and telecommunications systems; 3) methanol and 
ammonia/urea plants; and 4) hydroelectric and thermal-electric plants. 
Successful bids will have to include an attractive financial package. 


Chilean businessmen are receptive to promotion events by the U.S. 
Foreign Commercial Service (FCS) in Santiago. Events planned for the 
remainder of 1984 include: 1) the Santiago International Fair ("FISA"; FCS 
Santiago will hold a Catalog Exhibit in the U.S. Pavilion), Oct. 21 -Nov. 11; 
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2) Telecommunications Equipment Seminar Mission, November 11; 3) Pulp and 
Paper Machinery Catalog Exhibit, December. Firms that want to use these 
events to introduce their products to the Chilean market and to find a local 
representative should contact FCS Santiago or any U.S. Department of Commerce 
District Nffice in the U.S. Best prospects for U.S. exports to Chile 
include: Telecommunications Equipment: automatic switching and switchboard 
equipment, telephone instruments, radio and TV studio equipment; Mining and 
Earthmoving Equipment: heavy ore-carrying dump trucks, scrapers an 
bulldozers, shovels and backhoes, conveyor systems, concentrators and 
crushers; Construction Equi pment: hydraulic cranes, front-end loaders, 
off-highway fracfors, and motor graders ; Food Processing and Packagin 
Equipment: fruit and vegetable processing equipment, fish, meat and dairy 
products processing equipment, wrapping machines, conveyors and belts, and 
beu-handitas machinery; Pulp and Paper Machinery: cellulose pulp and paper 
machinery, converting and finishing machinery, pulping machinery, wood chip 
and particle board machinery, and newsprint machinery; Computer Equipment: 
small business computers and terminals, memory units and mini-computers in 
general; Automotive Parts and Accessories: valves, pumps, brake parts and 
assemblies, shock absorbers and distributors; Medical Instruments and 
Equipment: electro-medical apparatus, surgical instruments, respiratory 

appliances, pacemakers, patient-monitoring systems, hospital examining tables 
and furniture, disposables, laboratory supplies, and portable intensive care 
incubators; and Security Equipment: alarm and signal systems, detection 
devices, closed circuit TV, personal and industrial safety equipment, access 
control, protective apparel, bullet proof glass, electronic lockers, alarms, 
fire trucks, and emergency lights. 


Nn September 17, the Government announced the following measures: 

a) A 23.7 percent devaluation of the official exchange rate to a new level 
of 115 pesos to the dollar. The previous crawling peg devaluation 
system will stay in effect. 

The establishment of a 35 percent uniform import tariff level. 


The Government will consider a bill to provide a five or 10 percent 
"drawback" reimbursement for non-traditional exports. 


Tax relief scheduled for 1985 as a result of the January 1984 tax 
reform Taw will be postponed to 1986. 


Tight fiscal controls will continue in 1985. 

Effective January 1, 1985, public sector workers and private sector 
workers who don't bargain collectively will receive partial or total 
wage compensation for the inflationary effect of the new measures. 


-- The measures will help maintain international reserves, and will 
cause higher inflation, 








